
DOCK.ET{U BY w

FROM :

TO: Docke t Control

Erne s t G. J ohns on
Dire c to r
Utilit ie s  Divis io n

,»v

/

M E M O R A N D U M

1
8 F ("

r

;_ . ; 1 .|  . ;.s i

"!1"%'1

I

`§' 1 r* ..
, < _

.\!"`1it

' l .uI 1 Ls 3 3

lllllllllll lllll
0000078598

'

1. T" |
8~ :J 1

I
*.

30

DATES November 14, 2007

S TAFF REP ORT FO R MO R MO N LAKE WATER COMP ANY'S
AP P LICATION FOR A P ERMANMENT RATE INCREAS E (DOCKET NO.
W-01472A-07-0208)

Atta che d is  the  S ta ff Re port for Mormon La ke  Wa te r Compa ny's  a pplica tion for a
pe rmanent ra te  increase . S ta ff re comme nds  a pprova l of the  ra te  incre a s e  a pplica tion us ing
Staff' s recommended rates and charges.

Any pa rty who wis he s  ma y file  comme nts  to the  S ta ff Re port with the  Commis s ion's
Docke t Control by 4:00 p.m. on or be fore  November 23, 2007.

EGJ :CRM:re d

Origina tor: Cha rle s  R. Myhlhouse n

Attachment: Origina l and s ixteen copies

Arizona Corporation Commission

DOCKETED

NOV 142007

|

RE:

RIGINAL



Service  Lis t for: Mormon Lake  Wate r Company
Docke t No. W-01472A-07-0208

Mr. S cott I. Gold
Mormon Lake  Wate r Company
PO Box 38012
Mormon Lake , Arizona  86038

Mr. Chris tophe r C. Ke e le y
Chie f Counse l, Le ga l Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007

Mr. Ernes t G. Johnson
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007

Ms . Lyn Fa rme r
Chie f Adminis tra tive  La w Judge , He a ring Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007



STAFF REPORT
UTILITIES DIVISION

ARIZONA CORPORATION COMMISSION

MORMON LAKE WATER COMPANY

DOCKET no. W-01472A-07-0208

APPLICATION FOR A
PERMANENT RATE INCREASE

NOVEMBER 13, 2007



STAFF ACKNOWLEDGMENT

The Staff Report for Mormon Lake Water Company was the responsibility of the Staff
members listed below. Charles R. Myhlhousen was responsible for the review and analysis of
the Company's application, recommended revenue requirements, rate base and rate design. Jian
Liu was responsible for the engineering and technical analysis. Carmen Madrid was responsible
for reviewing the Commission's records on customer complaints filed with the Commission.

Charles R. Myhlhousen
Public Utility Analyst III

4

rl_l

Jean Liu
Utilities Engineer

£7%444,(>
Carmen Madrid

Consumers Analyst I



EXECUTIVE SUMMARY
MORMON LAKE WATER COMPANY

DOCKET NO. W-01472A-07-0208

Mormon Lake Water Company ("Mormon" or "Company") is engaged in the business of
providing utility service exclusively to Arizona customers in Coconino County. The Company is
located approximately 30 miles southeast of Flagstaff on the southwest shores of Mormon Lake.
It serves a small certificated area of about 1/8 square mile which contains 41 year around
residents, 103 summer homes and a recreational vehicle park. Zero growth is expected in the
foreseeable future.

The water system consists of four wells supplying water to two separate systems. The
lower system serves the year-around residents and a recreational vehicle park. The upper system
serves the summer homes located on a hillside.

The Colnpany's rate application requested an increase in revenue of $9,364 or 23.32
percent increase over test year revenue of $40,152. The Company's proposed revenues of
$49,516 result in an operating loss of $ 17,971 for no rate of return on the Company's original
cost rate base ("OCRB") of $44,442. The Company claims that its proposed rate increase is
necessary at this time due to increased operating expenses and improvements in plant.  The
Company's requested rates would increase the typical residential bill with an average usage of
1,116 gallons from $21.63 to $23.41 for an increase of $1.78 or 8.2 percent.

Staffs  recommended ra tes would increase revenue by $38,300 or  a  95.39 percent
increase over test year revenue of $40,152. Staff recommended revenues of $78,452 result in an
operating income of $8,517 for a 12.86 percent rate of return on an OCRB of $66,246. While the
rate of return may appear high, the OCRB is relatively low and the rates produce an operating
margin of 10.86 percent. Staffs recommended rates would increase the typical residential bill
with an average usage of l,l16 gallons from $21.63 to $42.48 for an increase of $20.85 or 96.4
percent. Approximately 55 percent of the bills are at zero gallons. Therefore, the median usage
is zero gallons.

Staff recommends approval of its rates and charges as presented on Schedule CRM-4 of this
report.
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Morm on La ke  Wa te r Com pa ny
Docke t No.  W-01472A-07-0208
P a ge  1

Fact Sheet

Current Rates : Decis ion No. 66035, July 3, 2003, with ra tes  e ffective  August 1, 1993 .

Type  of Owners hip: Arizona  "C" Corpora tion.

Loca tion: The  Company serves  water customers  about 30 miles  southeast of Flagsta ff, Arizona
in Coconino County, on the  s outhwe s t s hore s  of Mormon La ke . It s e rve s  a  s ma ll ce rtifica te d
area  of about 1/8 square  mile .

P rio r Te s t Ye a r Ende d : December 31, 2001 .

Current Test Year Ended:December 31, 2006.

Ra te s :

Permanent ra te  increase  applica tion filed: April 2, 2007, amended July 18, 2007 and August 11,
2007. The  applica tion became  sufficient September ll, 2007.

Monthly Minimum Charges:

Company
Current
Rates

Company
Proposed

Rates

S ta ff
Recommended

Rates

Month ly Min im um  Cha rge
Ba se d on 5/8 X % inch me te r

$18.00 $23.00 $34.50

Ga llons  in minimum 0 0 0

Com m odity Cha rge
Exce s s  of m inim um
Tie r Ze ro ga llons  to 2,000 ga llons
Tie r Two 2,001 ga llons  to 14,000 ga llons
Tie r Thre e  All ga llons  ove r 14,000 ga llons

$3.25
4.50
6.00

3.58
4.95
6.60

Tier One  from zero ga llons  to 4,000 ga llons
Tie r Two from 4,001 ga llons  to 7,000 ga llons
Tie r three  a ll ga llons  over 10,000 ga llons

7.15
10.73
12.87

Typica l re s ide ntia l bill
(based on average usage of 1,116 gallons) $21.63 $23.41 $42.48



Mormon Lake  Wate r Company
Docke t No. W-01472A-07-0208
Page 2

Customers:

Ave ra ge  numbe r of cus tome rs  in prior te s t ye a r 144, curre nt te s t ye a r 144. This  cons is ts  of 41
ye a r a round re s ide nts  a nd 103 summe r home s  a nd a  re cre a tiona l ve hicle  pa rk. Ze ro growth is
expected.

Notifications:

Cus tome r notifica tion wa s  ma ile d June  21, 2007, a nd a  corre cte d copy ma ile d on Augus t 14,
2007.



Mormon Lake  Wate r Company
Docke t No. W-01472A-07-0208
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S umma ry o f Filing

Based on te s t yea r re sults , a s  adjus ted by Utilitie s  Divis ion S ta ff ("S ta fF') of the  Arizona
Corpora tion  Commis s ion ("Commis s ion"), Mormon La ke s  Wa te r Compa ny ("Mormon" or
"Compa ny") suffe red an ope ra ting loss  of $27,579 for no ra te  of re turn a s  shown on Schedule
CRM-1.

The  Company proposed ra tes  produce  opera ting revenues of $49,516 and opera ting loss
of $17,971 for no ra te  of re turn on the  Company's  origina l cos t ra te  base  ("OCRB") of $44,442.
The  Company's  proposed ra tes  would increase  the  typica l re s identia l bill with an average  usage
of l,l16 ga llons  from $21.63 to $23.41 for a n incre a se  of$l.78 or 8.2 pe rce nt.

S ta ffs  recommended ra tes  produce  a  revenue  leve l of $78,452 and an opera ting income
of $8,517 for a  12.86 pe rcent ra te  of re turn on an OCRB of $66,246. S ta ffs  recommended ra tes
would increase  the  typica l res identia l bill with an average  usage  of 1,116 ga llons  from $21 .63 to
$42.48 for an increase  of $20.85 or 96.4 percent.

The  la s t ra te  case  filing was  for the  te s t yea r ending December 31, 2001. The  Company
is  regis te red a s  an Arizona  "C" corpora tion with the  Corpora tions  Divis ion of the  Commiss ion.

Company Background

On April 2, 2007, the  Compa ny file d a n a pplica tion for a  pe rma ne nt ra te  incre a se  with
the  Commiss ion. On Ma y 2, 2007, the  Compa ny filing wa s  found de ficie nt. On July 18, 2007,
a nd Augus t ll, 2007, the  Compa ny s ubmitte d the  de ficie nt ite ms . On S e pte mbe r ll, 2007, the
applica tion was deemed sufficient.

Consumer Services

A review of the  Commiss ion's  records  from Janua ry 1, 2004, through Octobe r 15, 2007,
revea ls  one  compla int in the  year 2007 concerning service  which was resolved. There  were  three
opinions opposed to the rate  increase.

Compliance

A che ck with  the  Utilitie s  Divis ion  Complia nce  Divis ion  s howe d  no  ou ts ta nd ing
compliance issues.

Th e  C o m p a n y is  n o t u tiliz in g  th e  Na tio n a l As s o c ia tio n  o f R e g u la to ry Utility
Commiss ione rs  Uniform System of Accounts .

The  Company is  current in its  property and sa les  tax payments .

The  Company is  in good s tanding with the  Corpora tions  Divis ion of the  Commiss ion.



Mormon Lake  Wate r Company
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Enginee ring

The  pla nt fa cilitie s  we re  vis ite d on S e pte mbe r 25, 2007, by J ia o Liu, S ta ff Utilitie s
Engineer in the  accompaniment of J im Sorgata  representing the  Company.

The  Arizona  De pa rtme nt of Environme nt Qua lity ("ADEQ") ha s  de te rmine d tha t this
s ys te m ha s  no de ficie ncie s  a nd is  curre ntly de live ring wa te r tha t me e ts  the  wa te r qua lity
s ta nda rds  re quire d by the  Arizona  Adminis tra tive  Code , Title  18, Cha pte r 4. (Report da ted
March 26, 2007).

The  Company is  not loca ted in any Active  Management Area  ("AMA") and is  not subj act
to any of the  AMA's  reporting and conse rva tion requirements . The  sys tem is  in compliance  with
the  new a rsenic maximum contaminant leve l. See  Engineering Report Attachment A.

Rate Base

Staff made  adjustments  to ra te  base  of $21,804. These  adjustments  were  made  to re flect
a  decrease  in accumula ted deprecia tion of $16,749 and the  inclus ion of the  formula -me thod for
working capita l a llowance  in the  amount of $5,055. S ta ff" s  recommended ra te  base  is  $66,246.
See Schedule  CRM-2 page 1.

Plant-in-Service:

Staff made  no adjustments  to plant in se rvice . P lant in se rvice  amount is  $177,627.

Accumulated Depreciation:

S ta ff decreased the  Company's  accumulated deprecia tion amount by $16,749.

S ta ffs  accumula ted deprecia tion amount was  ca lcula ted by adding deprecia tion expense
for the  ye a rs  2002 through De ce mbe r 31, 2006, of $25,420 a nd s ubtra cting a ccumula te d
de pre cia tion  for p la n t re tire me nts  o f $4 ,084  to  the  Commis s ion  a pprove d  a ccumula te d
deprecia tion ba lance  in the  prior te s t yea r ended December 31, 2001, of $95,100. See  schedule
CRM-2 page  3 of 3.

Advanees-in-Aid-of-Construction:

The Company has no advances in a id of construction.

Contributions-in-Aid-of-Construction:

The  Company has  no contributions  in a id of construction.
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Working Capital:

The  Compa ny ne gle cte d to cla im a ny ca sh working ca pita l a llowa nce . S ta ff include d a
cash working capita l a llowance  of $5,055 ca lcula ted us ing the  formula-method.

Operating Revenue

S ta ff a na lys is  of the  re ve nue  a nd the  bill count did not produce  a ny a djus tme nts . S e e
Schedule  CRM-3, page  l.

Operating Expenses

Staff adjus tments  to opera ting expenses  resulted in an increase  of $244 from $67,487 to
$67,731 as shown on Schedule  CRM-3 page  1. Adjustments  are  discussed below.

Adjus tme nt A incre a se d che mica l e xpe nse  by $620 from ze ro to $620 to re fle ct S ta ffs
reclassifica tion from misce llaneous expense .

Adjus tme nt B incre a s e d re pa irs  a nd ma inte na nce  by $1,922 from $164 to $2,086 to
reflect S ta ff' s  reclassifica tion from misce llaneous expense .

Adjus tme nt C de cre a se d wa te r te s ting by $426 from $1,145 to $719 to re fle ct S ta ff" s
recommended expense level.

Adjus tme nt D de cre a s e d mis ce lla ne ous  e xpe ns e  by $2,542 from $ 3,253 to $711 to
re flect S ta ffs  recla ss ifying the  chemica l expense  of $620, repa irs  and ma intenance  expense  of
31,922, out of miscellaneous expense.

Adjustment E increased depreciation expense by $690 from $6,857 to $7,547 to reflect
Staffs calculated amount.

Adjus tme nt F de cre a s e d ta xe s  othe r tha n income  by $70 from $70 to  ze ro. S ta ff
reclassified $45 to income taxes and removed $25 for sa les  taxes as  any sa les  tax expense  must
be  removed as sa les tax collections are  removed from revenue.

Adjus tment G increased income  taxes  by $50 from ze ro to $50. S ta ff recla ss ified $45 of
this  amount from taxes  othe r than income  expense  with an additiona l $5 to re flect the  minimum
sta te  income tax.

Rate of Return

The  Company's  proposed ra tes  and charges  would provide  an opera ting loss  of $17,971
for no ra te  of re turn.
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Staff recommended ra tes  and charges  would provide  an opera ting income of $8,517 for a
ra te  of re turn of 12.86 percent.

Op e ra tin g  Ma rg in

The  Compa ny's  propos e d ra te s  a nd cha rge s  would provide  a n ope ra ting los s  a nd no
opera ting margin.

S ta ffs  recommended ra tes  and charges  would provide  an opera ting income of $8,517 for
an opera ting margin of 10.86 percent.

Revenue Requirement

The  Company's  na rra tive  portion of the  applica tion s ta ted tha t it needs  this  ra te  increase
because of the  need to repair infrastructure  and an increase  in operational costs .

Rate  Des ign

The  Company's  proposed ra tes  would increase  the  typica l res identia l bill with an average
usa ge  of 1,116 ga llons  from $21.63 to $23.41 for a n incre a se  of $1.78 or 8.2 pe rce nt. S ta ffs
re comme nde d ra te s  would incre a se  the  typica l re s ide ntia l bill with a n a ve ra ge  usa ge  of 1,116
gallons from $21 .63 to $42.48 for a  $20.85 increase  or 96.40 percent.

The  Compa ny propose d ta riff is  utilizing a n inve rte d thre e -tie r ra te  de s ign for a ll me te r
s izes . S ta ff concurs  with this  ra te  design for the  5/8 x 3/4 and 3/4 inch meter s izes  except the  tie r
bre a k ove r ga llons . S ta ff is  re comme nding a  two-tie r ra te  de s ign for one  inch a nd la rge r me te r
s izes . See  Schedule  CRM-4.

The Company proposes to increase  service  charges. Staff concurs.

Staff Recommendations

S ta ff recommends:

Approva l of S ta ffs  ra te s  a nd cha rge s  a s  shown on Sche dule  CRM-4. In a ddition
to colle ction of its  re gula r ra te s  a nd cha rge s , the  Compa ny ma y colle ct from its
customers a  proportionate  share  of any privilege , sa les , or use  tax per Commission
rule  (14-2-409-D-5).

Tha t the  Compa ny file  with Docke t Control, a s  a  complia nce  ite m, a  sche dule  of
its  approved ra te s  and cha rges  within 30 days  a fte r the  Decis ion in this  ma tte r is
issued.
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Tha t the  Company uses  the  deprecia tion ra te s  de linea ted in Table  B, page  12, of
the  Engineering Report on a  going forward basis .

Tha t the  Compa ny u tilize s  the  Na tiona l As s oc ia tion  o f Re gu la to ry Utility
Co mmis s io n e rs  ("NARUC"),  Un ifo rm S ys te m o f Acco u n ts  ("US o A") a n d
docke ts  an a ffidavit with Docke t Control, a s  a  compliance  item, within s ix months
from the  da te  a  De cis ion is  is s ue d in this  ra te  ca s e  ma tte r a tte s ting tha t the
Company keeps its  books and records in accordance  with the  NARUC and USoA.



Company
as

Filed

Staff
as

Adjusted

$40,062
0

90

$40,062
0

90

$78,362
0

90

$49,426
0

90

$40,152$40,152 $78,452$49,516

$58,740
7,547
1 ,394

50

$59,166
6,857
1,464

0

$59,166
6,857
1 ,464

0

$56,740
7,547
1,394
2,254

$67,731$67,487 $69,935$67,487

($27,335> ($21,519) $8,517($17,971 )

$44,442 $66,246

12.86%-40 .440/1

10.86%-36.29%

Mormon Lake Water Company
Docket No. W-01472A-07-0208
Test Year Ended December 31, 2006

Schedule CRM-1

-- Present Rates --
Company Staff

as as
Filed Adjusted

Proposed Rates --

Revenues:
Metered Water Revenue
Unmetered Water Revenue
Other Water Revenues

Total Operating Revenue

Operating Expenses:
Operation and Maintenance
Depreciation
Property & Other Taxes
Income Tax

Total Operating Expense

Operating Income/(Loss)

Rate Base O.C.L.D. $44,442 $66,246

Rate of Return - O.C.L.D. -61 .51 % -41 .63%

Operating Margin -68.08% -68.69%

Operating Margin represents the proportion of funds available to
pay interest and other below the line or non-ratemaking expenses.



$44,442Net Plant $61,191$16,749

Total Deductions $0 $0 so

Total Additions $5,055 $5,055$0

$21 ,804Rate Base $44,442 66,246

Mormon Lake Water Company
Docket No. W-01472A-07-0208
Test Year Ended December 31, 2006

Schedule CRM-2
Page 1 of 3

Staff

Plant in Service

- Original Cost -
Company Adjustment

$177,627 $0 $177,627

Less:
Acc um. Depreciation 133,185 (16,749) A 116,436

Less:
Plant Advances
Accumulated Deferred Income Taxes

$0
0

$0
0

$0
0

Total Advances $0 $0 $0

Contributions Gross
Less:
Amortization of CIAC

$0 $0 $0

0 0 0

Net CIAC $0 $0 $0

Plus:
1/24 Power $0 $1 ,226 B $1,226

1/8 Operation & Mai ft. 0 3,829 B 3,829

Inventory 0 0 0

Prepayments 0 0 0

A

Explanation of Azyustments

See Schedule CRM -2 page 3

B Staff's inclusion of formula-method cash working capital based
on recommended operating expenses.



Mormon Lake Water Company
Docket No. W-01472A-07-0208
Test Year Ended December 31, 2006

Schedule CRM-2
Page 2 of 3

-LANT ADJHSTMENT-
Company

Exhibit Adjustment
Staff

Adjusted

$0
0
0
0
0
0
0
0
0

301 Organization
302 Franchises
303 Land 8= Land Rights
304 Structures & Improvements
307 Wells & Springs
311 Pumping Equipment
320 Water Treatment Equipment
330 Distribution Reservoirs & Stan
331 Transmission & Distribution M
333 Services
334 Meters & Meter Installations
335 Hydrants
336 Backflow Prevention Devices
339 Other Plant and Misc. Equipm
340 Office Furniture 8t Equipment
341 Transportation Equipment
343 Tools Shop & Garage Equipm
344 Laboratory Equipment
345 Power Operated Equipment
346 Communication Equipment
347 Miscellaneous Equipment
348 Other Tangible Plant
105 C.W.l.P.

$0
0
0

13,087
38,851
2,752

12,356
23,520
3,900

0
20,511

0
0

43,867
181

2,090
9,987
2,593

0
3,932

0
0
0

0
0
0
0
0
0
0
0
0
0
0
0
0
0

$0
0
0

13,087
38,851
2,752

12,355
23,520
3,900

0
20,511

0
0

43,867
181

2,090
9,987
2,593

0
3,932

0
0
0

TUTALS $177,627 $0



1ACCUMULATEN nEpnEc1An0n Anmsrmnm

Mormon Lake Water Company
Docket No. W-01472A-07-0208
Test Year Ended December 31, 2006

Schedule CRM-2
Page 3 of 3

Amount

Accumulated Depreciation - Per Company
Accumulated Depreciation - Per Staff

$133,185
116,436 A

Total Adjustment

Exp/anat/on of Aoyustment

Accumulated depreciation per Decision No. 66035 $95,100

Plus: Depreciation expense from year 2002 through year 2006
Subtotal
Less: Plant Retirement

Total

25,420
120,520
(4,084)

116,436



OPERATING INCOME/(LOSS)

Mormon Lake Water Company
Docket No. W-01472A-07-0208
Test Year Ended December 31, 2006

Schedule CRM-3
Page 1 of 3

Company
Exhibit

Staff
Adjustments

Staff
Adjusted

Revenues:
461 Metered Water Revenue
460 Unmetered Water Revenue
474 Other Water Revenues

$40,062
0

90

$0
0
0

$40,062
0

90

Total Operating Revenue $40,152 $0 $40,152

A
B

C

Rate Case

Operating Expenses:
601 Salaries and Wages
610 Purchased Water
615 Purchased Power
618 Chemicals
620 Repairs and Maintenance
621 Office Supplies & Expense
630 Outside Services
635 Water Testing
641 Rents
650 Transportation Expenses
657 Insurance - General Liability
659 Insurance - Health and Life
666 Regulatory Com misssion Expense -
675 Miscellaneous Expense
403 Depreciation Expense
408 Taxes Other Than Income
408.11 Property Taxes
409 Income Tax

$0
26,058

3,360
0

164
916

24,048
1,145

0
222

0
0
0

3,253
6,857

70
1 ,394

0

$0
0
0

620
1 ,922

0
0

(426)
0
0
0
0
0

(2,542)
690

(70)
0

50

D
E
F

G

$0
26,058

3,360
620

2,086
916

24,048
719

0
222

0
0
0

711
7,547

0
1 ,394

50

Total Operating Expenses $67,487 $244 $67,731

$21,335) ($244)

Othe
419
421
427
XX

426

r Income/(Expense):
Interest and Dividend Income
Non-Utility Income
Interest Expense
Reserve/Replacement Fund Deposit
Miscellaneous Non-Utility Expense

$74
5
0
0
0

$0
0
0
0
0

$74
5
0
0
0

Total Other Income/(Expense) $79 $0 $79

NET INCOMEd(LOSS) ($27,256) ($244)



Mormon Lake Water Company
Docket No. W-01472A-07-0208
Test Year Ended December 31, 2006

Schedule CRM-3
Page 2 of 3

A CHEMICALS - Per Company
Per Staff

$0
620 $620

Staff reclassified chemical expense from miscellaneous
expense in the amount of $620 increasing chemical expense from
zero to $620.

B REPAIRS AND MAINTENANCE - Per Company
Per Staff

$164
2,086 $1,922

Staff reclassified repairs and maintanence expense from
miscellaneous in the amount of $1 ,922 increasing repairs and
maintenance expense from $164 to $2,086.

WATER TESTING
Per Staff

Per Company 1,145
719 ($426)

To reflect Engineering's recommended expense level.

D MISCELLANEOUS EXPENSE - Per Company
Per Staff

$3,253
711 (552,542)

Miscellaneous expense reduced by $2,542 for amounts reclassified
to chemical expense of $620 and to repairs and maintenance
expense of $1 ,922 .

E DEPRECIATION - Per Company
Per Staff

$6,857
7,547 $690

To adjust to Staff's recommended depreciation expense
amount as per calculations.

Pro Forma Annual Depreciation Expense:

Plant in Service
Less: Non Depreciable Plant

Fully Depreciated Plant
Depreciable Plant
Times: Staff Proposed Depreciation Rate

Credit to Accumulated Depreciation
Pro Forma Annual Depreciation Expense

$177,627
0
0

$177,627
4.25%

$7,547
$7,547



Mormon Lake Water Company
Docket No. W-01472A-07-0208
Test Year Ended December 31, 2007

Schedule CRM-3
Page 3 of 3

_ STAFF AnJusTmEnTs(c0nr,-
F TAXES OTHER THAN INCOME - Per Company

Per Staff
$70

0

This expense reduced in the amount of $70 for sales taxes in the
amount of $25. $45 was reclassified to income tax.

G INCOME TAX - Per Company
Per Staff

$0
50

($70)

$50

This expense increased from zero to $50 for state income tax.
Staff reclassified $45 from miscellaneous expense and with an
additional $5 to reflect the minimum state income tax.
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Mormon Lake Water Company
Docket No. W~01472A-07~0208
Test Year Ended December 31, 2006

Schedule CRM-4

Present -Proposed Raies-

Monthly Usage Charge

5/8' x 3/4' Meter
3/4' Meter

1 ' meter
kw Mete r

2' Meter
3' Meter
4' Meter
6' Meter

Rates  Company

s18. 00 $23.00
20.00 25.00
50.00 65.00

100.00 125.00
150.00 190.00
200.00 255.00
300.00 385.00
400.00 510.00

Staff
$34.50
51 _75
8625

172.50
276.00
517.50
862.50

1,172.50

Gallons Induced in Minimum 0 0 0

Excess d Minimum . per 1,000 Gallons

An meter s izes
Tier One zero gallons to 2,000 gallons
Tier Two from 2,001 gallons to 14.000 gallons
Tier Three all gallons over 14,000 gallons

3.25
4.50
6.00

358
4.95
6.60

n/a
la
la

5/s x 3/4 Inch and 3/4 Inch meters
Tier one zero gallons to 4,000
Tier Two from 4,001 gallon to 7,000 gallons
Tier Three all gallon over 7,000 gallons

Ma
la
l a

la
la

Na

s 1.15
10.73
12.a7

One Inch meter
Tier one zero gallons to 4,000
Tier Two all gallons over 4.000 gallons

la
n/a

n/a
n/a

10.73
12.87

One and one half Inch meer
Teer one zero gallons to 4,000
Tier Two all gallons over 4,000 gallons

la
la

l a
n/a

10.73
12.87

Two Inch meter
Tar one zero gallons to 4,000
Tue Two all gallons ova 4,000 gallons

la
la

la
la

10.73
12.87

Thvua Inch meter
Tier one zero gallons to 4,000
Ter Two all gallons over 4.000 gallons

la
l a

la
n/a

10,73
12.87

Four Inch meer
Tier one zero gallons Io 4,000
Tier Two all gallons over 4,000 gallons

l a
n/a

la
la

10.73
12.87

Six Inch meter
Tief one zero gallons to 4,000
Tiff Two all gallons over 4,000 gallons

l a
n/a

la
la

10.73
12.87

Scwice Llne and Motor Installation Charges
5/8' x 3/4' Meter

3/4' Meter
1' Meter

1%" Meter
2' Meter
3' Meter
4' Meter
6' Meter

$400.00
400.00
500.00
715.00

1,110.00
1,.585.00
2,540.00
4,815.00

s400.00 $400.00
400.00 400.00
500.00 500.00
115.00 115.00

1,170.00 1,170.00
1,585.00 1..585.00
2,540.00 2,540.00
4,a15.00 4,815.00

$30.00
50.00
50.00
15.00
35.00

$40.00
s o 0 0
60.00
85.00
45.00

$40.00
G0.00
60.00
85.00
45.00

6.00% 6.00% 5.00%

Service Charges
Esiablishmem
Establishment (After Hours)
Reconnection (Delinquent)
Reconnection (Delinquent) after hours
Meter Test (If Correct)
Deposit
Deposit Interest
Re-Establishment (Within 12 Months)
NSF Check
De4ened Payment
Meter Re-Read (rf Connect)
Late Fee

15.00
0.00%

6.00

25.00
0.00%
10.00

25.00
0.00%
10.00

Monthly Service Charge for Fire Sprinkler
4' or Smaller
6 .

8 '
10-
Larger than 10'

* * * *

9944

* * * *

Per Commission Rules (R14-2-403.B)
Months off system times me minimum (R14-2~403.D)
1.50 percent per month on Me unpaid balance.
1.00% of Monthly Minimum for a Comparable Sized Meter Connection.
but no less than $5.00 per month. The Service Charge for Fire Sprinklers
is only applicable for service lines separate and distinct from the primary



Mormon Lake Water Company
Docket No. W--1472A-07-0208
Test Year Ended December 31, 2006

CRM-Schedule 5

General Service 5-8 x 3-4 - Inch Meter

Average Number of Customers: 143

Gallons
Present

Rates
Proposed

Rates
Dollar

Increase
Percent

IncreaseCompany Proposed

Average Usage 1,116 $21.63 $23.41 $1 .78 8.2%

Median Usage N/A N/A N/A N/A N/A

$21 .63 $42.48 $20.85 96.4%

Staff Proposed

Average Usage

median Usage

1,116

NIA? N/A. N/A~;. N/A

Present & Proposed Rates (Without Taxes)
General Service 5-8 x 3-4 Inch Meter

%
Staff

Proposed
R a t e

%Gallons
Consumption

Present
Rates

Company
Proposed

Rates increase Increase

0
1 ,000
2,000
3,000
4,000
5,000
8,000
7,000
8,000
9,000

10,000
15,000
20,000
25,000
50,000
75,000

100,000
125,000
150,000
175,000
200,000

$18.00
21 .25
24.50
29.00
33.50
38.00
42.50
47.00
51 .50
56.00
60.50
84.50

114.50
144.50
294.50
444.50
594.50
744.50
894.50

1 ,044.50
1,194.50

$23_00
23.00
26.58
31 .53
36.48
41 .43
46.38
51 .33
56.28
61 .23
66.18
92.58

125.58
158.58
323.58
488.58
653.58
818.58
983.58

1,148.58
1,313.58

27.8%
8.2%
8.5%
8.7%
8.9%
9.0%
9.1%
9.2%
9.3%
9.3%
9.4%
9.6%
9.7%
9.7%
9.9%
9.9%
9.9%

10.0%
10.0%
10.0%
10.0%

$34.50
41 .es
48.80
55,95
.63.10
13.83
84.56
95.29

108.16
121 .03
133.90
198.25
262.50
325.95
648.70
978.45

1,292.20
1,613.95
14935.70
2,257.45
2,579.26

91 .7%
96.0%
99.2%
92.9%
88.4%
94.3%
99.0%

102.7%
110.0%
116. 1 %
121 .3%
134.6%
129.3%
126.3%
120.3%
118.3%
117.4%
116.8%
116.4%
116. 1 %
115.9%



A n

ATTACHMENT A

x Engine e ring  Re port fo r Mormon  La ke
Wa te r Compa ny

Docke t No. W-01472A-07-0208 (Ra te s )

By:  J ia o  W Liu
Utilitie s  Engine e r

October 15, 2007

CONCLUS IONS

Non-a ccount wa te r for Mormon La ke  Wa te r Compa ny wa s  ca lcula te d to  be
3.94%, which is  within acceptable  limits .

S ta ff ha s  conclude d tha t Mormon La ke  Wa te r Compa ny ha s  a  unique  a nd
comple x wa te r s ys te m a nd pe a k da y de ma nd pla ce d on the  Compa ny's  wa te r
sys tem is  s ignificantly grea te r than tha t of the  typica l wa te r sys tem. This  demand
was demonstra ted by the  fact tha t the  Company hauled wate r during the  summer
months  in the  te s t yea r 2006 to supplement its  we ll production in orde r to provide
continuous  leve l of se rvice .

Ba s e d on the  Compa ny's  a rs e nic conce ntra tion of 3.0 pa rts  pe r billion ("ppb")
from its  point-of-e ntry #1, the  Compa ny is  curre ntly me e ting the  ne w a rs e nic
maximum contaminant leve l of 10 ppb.

The  Company is  not loca ted in any Active  Management Area  ("AMA") and is  not
subj e t to any of the  AMA's  reporting and conse rva tion requirements .

The  Company has  no outs tanding Arizona  Corpora tion Commiss ion compliance
issues.

ADEQ ha s  de te rmine d tha t this  s ys te m (03-014) ha s  no de ficie ncie s  a nd is
currently de live ring wa te r tha t mee ts  the  wa te r qua lity s tanda rds  required by the
Arizona  Adminis tra tive  Code , Title  18, Chapte r 4. (Report da ted March 26, 07).

R E C O MME NDATIO NS

A.

B.

D.

c.

E.

F.

1. Wa te r te s ting e xpe ns e s  a re  ba s e d upon pa rticipa tion in the  ADEQ Monitoring
Assis tance  Program. Annua l te s ting e xpe nse s  should be  a djus te d to $719 a s
described in Table  A.



Staff recommends the  adoption of its  deprecia tion ra tes as  de lineated in Table  B.2.

3. The  Compa ny doe s  not pla n to cha nge  its  s e rvice  line  a nd me te r ins ta lla tion
cha rge s . The se  cha rge s  a re  re funda ble  a dva nce s  a nd the  Compa ny's  pla nne d
cha rge s  a re  le ss  tha n S ta ffs  re comme nde d ra nge  for the se  cha rge s . The re fore ,
Staff recommends acceptance of the Company's planned charges.
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Well Information Well A Well C Well D Well 2

ADWR ID No. 55-518665 55-564454 55-564838 55-608464
Casing Size 6-inch 5 -inch 5-1nch 6-meh
Casing Depth 105 ft. 115 ft. 122 ft. 72 feet
Pump Size 1/3-Hp l/2-Hp 1/2-Hp 1/3-Hp

Mormon Lake Water Company
October 15, 2007
Page 1

A. LOCATION OF COMPANY

Mormon Lake Water Company ("Company") serves the community of Mormon Lake
which is located approximately 30 miles southeast of Flagstaff Figure l shows the
location of the Company within Coconino County and Figure 2 shows the certificated
area covering approximately 80 acres or 1/8 square-mile.

B. DESCRIPTION OF THE WATER SYSTEM

The water system was field inspected on September 25, 2007, by Jean Liu, Staff Utilities
Engineer, in the accompaniment of Jim Sorgatz, the operator of the water system. The
water system consists of four wells supplying water to two distribution systems. The
lower distribution system serves year-round residences. The upper distribution system
serves summer homes located on a hillside and RV Park. Plant facilities and system
operation are discussed in more detail below.

Wells, Centralized Treatment and Lower Distribution Svstern: The four wells pump to a
central treatment booster station. This  t rea tment  booster  s ta t ion has an iron and
manganese removal unit and three storage tanks (two 15,000 gallon tanks and one 24,000
gallon tank). The lower booster system has a 3 Horsepower (Hp) booster pump and a 760
gallon pressure tank serving 41 permanent residential customers.

Upper Distribution Svstem: The upper booster system, consists of a 5-Hp vertical booster
pump, that pumps water through the lower distribution system and up the hill into two
12,000 gallon storage tanks. An old 20,000 gallon storage tank was retired in 2002. This
upper system serves 103 summer homes and a 55 space RV Park which operates from
May 15th to October 15th each year. This system's distribution mains range in size from
3/4-inch polyethylene pipe to l-l/2-inch galvanized-iron pipe. Most of the pipes are
unburied but the pipes that are buried are covered by only a shallow soil mantle. During
the winter this upper distribution system is drained and taken out of service.

A system schematic of this process is shown as Figure 3. A detailed plant facility listing
follows:

Table 1. Well Data



Submersible Submersible Submersible Submersible
8 GP M 8 GP M 7 GP M 8 GPM
1 -inch 5/8x3/4-lnch 5/8x3/4-lnch 5/8x3/4-mch
1987 1998 1998 1972

P ump Yie ld
Wellhead meter
Ye a r Drille d

IPump T e

Equipment Capacity

Iron & manganese removal units Two 50 GPM Sand Iron Filte rs

Multimedia  Fina l Filte r One  70 GPM
Liquid chlorina tors Two (2)
Storage tank Two 15,000 ga l. & one  24,000 ga l.
Booster System -. Lower System 3-Hp booster & 760 gal. Pressure  tank

Booster System - Upper System
5-Hp booster pump & two 12,000 ga l.

Storage tanks

Diameter Ma te rla l Le ngth

2-1/2-mch P VC 1,050 ft.
2-1nch

3 I4-inch/1 -inch

Glip 2,500 ft.
P VC 1,500 ft.
P oly 9,300 ft.

Total : 14,350 ft.

2-inch
3 I4-inch/1 -inch

Size Quantity

5/8 x 3/4-inch 156

1-1/2-inch 1

Total : 157

Structures

Booste r s ta tion pump house , 10' X 20'

Mormon Lake Water Company
October 15, 2007
Page 2

Ta ble  2. Ce ntra l Tre a tme nt Boos te r S ta tion

Table 3. Water Mains

Table 4. Customer Meters

Ta ble  5. S tructure s
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Figure  1. Coconino County Map
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I

J

Figure  3 . S ys te m  S che m a tic

Well 2
8 rpm

Well C
8 rpm

Well A
8 rpm

Well D
7 rpm

I I I
)

MORMON LAKE
SYSTEM SCHEMATIC

>
Upper S ys tem. 5 HP  vertica l boos te r

<2
A A

Lower S ys tem. 3 Hp boos ter pump & 760 gal. pres s ure tank

Centra l Treatment/Boos ter S ta tion.
24 000 gal. & two 15,000 gal. s torage tanks
Iron & manganes e treatment units
Liquid  c hlorina tion

L( war Dis tribution S O s tem
4

Two 12,000 gal. storage tanks

Uppe  Dis tribution  S tem

1 i I
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c .  WATE R US E

Wa te r S o ld

Ba s e d on the  informa tion provide d by the  Compa ny, wa te r us e  for the  ye a r 2006 is
pre se nte d be low. Cus tome r consumption e xpe rie nce d a  high monthly wa te r use  of 107
ga llons  pe r da y ("GP D") pe r conne ction a nd a  low monthly wa te r us e  of 26 GP D pe r
connection for an average  annual use  of 57 GPD per correction.

M tnrlLak
War

W  e pa y
get

3
°

8

Feb May

ma ma s

Figure  4. Water Use

Non-Account Water

able  to reconcile  the  difference  between water sold and the  water produced by the  source .
A wa te r ba lance  will a llow a  wa te r company to identify wa te r and revenue  losse s  due  to
leakage , the ft, and flushing. Non-account wa te r for Mormon Lake  Wa te r Company was
ca lcula ted to be  3.940 0, which is  within acceptable  limits .

Sys tem Analys is

The  curre nt we ll ca pa city of 31 GPM a nd s tora ge  ca pa city of 78,000 ga llons  (54,000 +
24,000 ga llons ) is  not ca pa ble  of s e rving the  curre nt numbe r of corre ctions  during the
summer months , without hauling wate r to supplement production. The  Company has  had
cons ide rable  problems  ma inta ining pre ssure  and tank leve ls  during high demand times ,
prima rily from Me moria l Da y through the  e nd of July. The  Compa ny se e s  a  la rge  influx



Mormon Lake  Wate r Company
October 15, 2007
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of vis itors  from the  Va lley tha t come to vis it family and friends  and to escape  the  summer
hea t.

Based on its  inves tiga tion, S ta ff has  concluded tha t Monnon Lake  Wate r Company has  a
unique  a nd comple x wa te r sys te m a nd pe a k da y de ma nd pla ce d on Compa ny's  wa te r
sys te m is  s ignifica ntly gre a te r tha n tha t of the  typica l wa te r sys te m. This  de ma nd wa s
demonstra ted by the  fact tha t the  Company hauled water during the  summer months in the
te s t yea r 2006 to supplement its  we ll production in orde r to provide  a  continuous  leve l of
service .

D.  G R O WTH

For ma ny ye a rs  the re  we re  no ne w home s  a dde d to the  Compa ny's  s e rvice  a re a . The
number of se rvice  connections  was  145 in 2001. During the  tes t year 2006, the  Company
s till ha d 145 cus tome rs . It is  proje cte d tha t this  tre nd of little  or no growth will continue
for the  foreseeable  future .

E .  AR IZO NA DE P AR T ME NT  O F  E NVIR O NME NT AL Q UALIT Y (" ADE Q " )
C O MP LIANC E

Compliance

The  Compa ny's  wa te r s ys te m ha s  be e n a s s igne d two P ublic Wa te r S ys te ms  ("P WS ")
Identifica tion Numbers , #03-014 and #03-091. The  lower dis tribution sys tem or pre ssure
zone  which se rve s  the  ye a r-round re s ide nce s , is  a s s igne d PWS #03-014,. The  uppe r
dis tribution sys te m or pre s sure  zone  which se rve s  the  summe r home s  a nd RV P a rk, is
a s s igne d P WS  #03-091. The  Compa ny a nd ADEQ ha ve  a n a gre e me nt tha t the  uppe r
s ys te m, P WS  #03-091 , is  a n  unre gu la te d  s ys te m s ince  it is  on ly a  s umme r time
dis tribution sys tem.

ADEQ has  de te rmined tha t PWS #03-014 has  no de ficiencie s  and is  currently de live ring
wa te r tha t me e ts  the  wa te r qua lity s ta nda rds  re quire d by the  Arizona  Adminis tra tive
Code , Title  18, Chapter 4. (Report da ted March 26, 2007).

Water Tes ting Expens e

The  Company is  subject to manda tory participa tion in the  Monitoring Assis tance  Program
("MAP ") fo r its  Lo we r S ys te m, P WS  # 0 3 -0 1 4 . S ta rting J a nua ry 1, 2002, wa te r
compa nie s  pa id a  fixe d $250 pe r ye a r fe e , plus  a nd a dditiona l fe e  of $2.07 pe r se rvice
conne ction, re ga rdle s s  of me te r s ize  for pa rticipa tion in MAP . P a rticipa tion in the  MAP
progra m is  ma nda tory fo r wa te r s ys te ms , which  s e rve  le s s  tha n  10 ,000  pe rs ons
(approximate ly 3,300 se rvice  connections).



Monltorlng l POE
(Tests per 3 years unless noted.)

Cost
per test

No. of
tests per 3

years

Tota l 3
year cost

Annua l Cost

$17.5 54 $945 $315

Inorganic P rlorlty P ollutants $240 MAP MAP MAP

Radlochemlca l per 4 years MAP MAP MAP MAP

Nitra te  a nnua l $25 3 $75 $25

Nitrite once  per perlod MAP MAP MAP MAP

Asbestos per 9 years MAP MAP MAP MAP

MAP IOns, SOCs,&VOCs MAP MAP MAP $337

Le a d & Coppe r a nnua l $25 5 $125 $42

Tota l $719

Tota l conform monthly

Mormon Lake Water Company
October 15, 2007
Page 8

The Company reported its water testing cost at $1,145.19 during the test year using a
2006 MAP invoice of $357.94 for 42 year-round residences. Staff used the 2006 MAP
fee of $336.94 in Table A below to calculate Staffs recommended annual monitoring
expense with participation in the MAP. Water testing expenses should be adjusted to the
annual expense amount shown in Table A, which is $719.

Table A. Water Testing Cost

Note: ADEQ's MAP invoice for the 2006 Calendar Year was $357.94 for PWS
#03-014 having 42 connections. PWS #03-091 is an unregulated system and
therefore does not participate in MAP.

Ars e n ic

T he U. S .  Envir onmenta l  P r ot ec t ion Agency ha s  r educed the a r senic  ma ximum
contaminant level ("MCL") in drinking water from 50 parts per billion ("ppb") to 10 ppb.
The most recent lab analysis indicated that the arsenic level for the Company's source
supply is 3.0 ppb. Based on this arsenic concentration, the Company is currently meeting
the new arsenic MCL of 10 ppb.

F. ARIZONA DEPARTMENT OF WATER RESOURCES COMPLIANCE

The Company is not located in any Active Management Area ("AMA") and is not subject
to any of its AMA monitoring and reporting requirements.



NARUC
Acct. No.

De pre c ia ble  P la nt
Ave ra ge

S e rvlce  Life

(Ye a rs )

An n u a l
Ac c ru a l

Ra te  (%)

304 S tructure s  & Im prove m e nts 30 3.33

305 Colle c ting  & Im pounding  Re s e rvolrs 40 2.50

2.00

306 La ke , Rive r,  Ca na l Inta ke s 40

307 We lls  & S prigs 30

308 In filtra tion  G a lle rie s 15

309 Raw Water Supply Males 50

310 P owe r Ge ne ra tion Equipm e nt 20 5.00

3 1 1 P um plng Equlpm e nt 8

320 Water Treatment Equlpment
320 .1 Water Treatment Plants 30

320.2 S olution Che m ica l Fe e de rs 5

330 Dis tribution  Re s e rvoirs  & S ta ndpipe s

330.1 S tora ge  Ta nks 45

330.2 P res s ure  Ta nks 20

3 3 1 Transmission & Distribution Mains 50

333 S e rvice s 30

334 Meters 12

335 Hydra n ts 50

336 Ba c kflow P re ve n tion De vlc e s 15 6.67

339 Other Plant & Misc Equipment 15 6.67

2.50

3.33

6.67

2.00

5.00

12.5

3.33

20.0

2.22

5.00

2.00

3.33

8.33

2.00
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G .  AR IZO NA C O R P O R ATIO N C O MMIS S IO N (" C o m m is s io n " ) C O MP LIANC E

A check of the Utilities Division Compliance Section database showed no delinquent
compliance items for the Company.

H. DEPRECIATION RATES

In recent orders, the Commission has been shifting away from the use of composite rates
in favor of individual depreciation rates by National Association of Regulatory Utility
Commissioners ("NARUC") category. (For example,  a  uniform 5% composite rate
would not really be appropriate for either vehicles or transmission mains and instead,
different specific retirement rates should be used.)

Staff has developed typical and customary depreciation rates within a range of anticipated
equipment life. These rates are presented in Table B, and were used to re-calculate the
annual depreciation expense for the Company. It is recommended that the Company use
depreciation rates by individual NARUC category, as delineated in Table B.

Table B. Depreciation Rates



10.00

340 Office  Furn itu re  & Equlpme nt 15 6.67

340.1 Compute rs  & S oftwa re 5 20.00

341 Tra ns porta tion Equlpme nt 5 20.00

342 S tore s  Equlpme nt 25 4.00

343 Tools , S hop & Ga ra ge  Equlpme nt 20 5.00

344 La bora tory Equlpme nt 10 10.00

345 P owe r Ope ra te d Equlpme nt 20 5.00

346 Colmnumca tion Equipme nt 10 10.00

347 Misce llaneous Equipment 10

348 Othe r Ta ngible  P la nt

Meter S ize Curre nt Cha rge s P ropose d Cha rge s

5 /8  x3 /4-inch $400 $400

3/4-inch $400 $400

1 -inch $500 $500

1-1/2-inch $715 $715

2-mch $1,170 $1,170

3 -inch $1,585 $1,585

4-inc h $2,540 $2,540

6-inch $4,815 $4,815
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NOTES :

These depreciation rates represent average expected rates. Water companies may
experience different rates due to variations in construction, environment, or the physical
and chemical characteristics of the water.

Acct. 348, Other Tangible  Plant may vary from 5% to 50%. The  deprecia tion ra te  would
be set in accordance with the specific capita l items in this account.

I .  O T H E R  IS S U E S

1. Se rvice  Line  and Mete r Ins ta lla tion  Charges

The  Com pa ny doe s  no t p la n  to  cha nge  its  e xis ting  s e rv ice  line  a nd  m e te r ins ta lla tion
cha rge s  lis te d  in  the  fo llowing  ta b le .  The s e  cha rge s  a re  re funda ble  a dva nce s  a nd  the
Compa ny's  pla nne d cha rge s  a re  le s s  tha n S ta ff" s  re comme nde d ra nge  for the se  cha rge s .
The re fore , S ta ff re comme nds  a cce pta nce  of the  Compa ny's  pla nne d cha rge s .

2.

1.

Table  C. Se rvice  Line  and Mete r Ins ta lla tion Charges
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2. Cu rta ilme n t P la n  Ta riff

The  Company has  an approved Curta ilment P lan Tariff on file  with the  Commiss ion.

3. System Adequacy

Due  to  the  Compa ny's  un ique  s e rvice  re qu ire me nts , S ta ff re comme nds  tha t the
production ca pa city a nd s tora ge  ca pa city of this  sys te m be  cons ide re d a de qua te . The
combina tion of the  following a re  wha t ma ke  this  wa te r sys te m a nd its  s e rvice  s itua tion
unique :

a . System actua lly considered as  2 separa te  systems by ADEQ.
b. One  sys te m close d down during winte r.
c. Close d winte r sys te m not re gula te d by ADEQ.
d. No fore se e a ble  growth.
e . Extremely la rge  fluctua tion be tween average  and peak flows.
f. Yea r-round sys tem in compliance  with ADEQ.

It is  only because  of the  combina tion of the  above  facts  tha t S ta ff cons ide rs  this  sys tem
adequate.


